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Foreword 



The California Citizens Commission on Higher Education was organized to help preserve and ex- 
tend California's goal of educational opportunity. The Commission is independent of both state 
government and California's institutions of higher education. 

From its beginning in 1996, the Commission was concerned that California lacked a long-term and 
realistic plan to enroll the surge of new students projected to seek admission in higher education. 
Our goal was to develop and seek consensus on specific policy recommendations which, if adopted, 
would continue the best traditions of California higher education in the face of new challenges and 
different times. Following publication of this document, the Commission will conduct a series of 
hearings, conferences and roundtable discussions on these ideas among a wide variety of Califor- 
nians. Then, the Commission will issue a final report. 

Early on, the Commission adopted the following vision of what it hopes the future will hold for 
higher education: "All Californians should have the opportunity and encouragement to attend an 
affordable institution of postsecondary education which will best meet their needs. California's col- 
leges and universities should possess the highest quality and efficiency in the nation, and they should 
regularly demonstrate their performance and results in clear and objective ways. California should 
have the most prominent and productive research universities in the world, as well as a wide range 
of other high quality institutions which offer academic, vocational and continuing education pro- 
grams to students of all ages. Student bodies throughout public higher education should reflect the 
racial/ethnic and socio-economic diversity of California." 

The Commission's work was possible only through the generosity of its sponsors, all of which have 
a consistent record for supporting reform efforts in education: The James Irvine Foundation, the 
Ralph M. Parsons Foundation, the Weingart Foundation and the Arco Foundation. The Commission 
is a project of the Center for Governmental Studies, a non-partisan, public policy research organiza- 
tion that seeks to improve the processes of democratic self-government. Commission members 
have generously donated their time, thought and energy without compensation. 

A complete explanation and details on implementation of this report appear in the companion pub- 
lication, A State of Learning: A Blueprint for Implementing Change in California Higher Education. Both 
publications are available on the website, www.ccche.org, or by contacting the Center for Govern- 
mental Studies. 
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Executive Summary 



THE DREAM 

Forty years ago, Californians sought to transform the dream of a college education into a reality 
available to every citizen. Guided by the state's famous "Master Plan for Higher Education," 
Californians committed themselves to developing the most affordable, accessible, diverse and highly 
respected system of higher education in the United States. Today, the state's universities and colleges, 
both public and private, are one of California's greatest resources, essential to continued economic 
strength, social progress and individual opportunity. 



THE CHALLENGE 

This resource, though, is in peril. Despite recent increases in state funding and a robust economy, 
California's system of higher education stands on the verge of crisis. A "tidal wave" of new students — 
500,000 more than are enrolled today — will seek admission to the state's colleges and universities over 
the next decade, and the state has no realistic plan to accommodate or pay for them. Without such a 
plan and an approach, which will work in good and bad financial times, California will not be able to 
preserve the promise of higher education. It will have to limit access to college, reduce the quality of 
institutions or raise student charges beyond the means of many Californians. 



THE COMMISSION'S RECOMMENDATIONS 

The Citizens Commission was formed in 1996 out of concern that neither the state government nor the 
institutions seemed to be preparing seriously for these challenges, or they were relying on approaches 
destined to fail. After two years of intensive study, the Commission strongly and unanimously 
recommends that California make major changes to improve its policies for higher education and 
adopt a comprehensive plan to ensure enrollment for new students, while maintaining a quality 
education for all. The Commission believes that California must commit itself to being a state of 
learning, where access, quality, affordability, diversity, innovation and cooperation will be the 
hallmarks of higher education. 



AN ACTION AGENDA 

To establish a firm foundation for this state of learning, the Commission recommends these actions: 



• A commitment to adopt strategies to smooth out the wide swings of support for the University of California, 
the California State University and the California Community Colleges by conserving resources when 
they are most available and transferring them to the times when they are needed most. Only in this 
way can the state's destructive "boom and bust" pattern of financing higher education, which 
hurts both the institutions and their students alike, be reduced. 
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o A commitment by state government to stabilize long-term funding for the University of California and the 
California State University as a proportion of state appropriations and, above this level, to provide 
additional resources for new students through an approach which "shares responsibility" among 
the state government, the students and these public systems of higher education. 

e A commitment by state government to stabilize the proportion of funds appropriated to the Community 
Colleges within the provisions of Proposition 98 and, above this level, to provide additional 
resources for new students through an approach which "shares responsibility" among the state 
government, the students and the Community Colleges. 

° A commitment to annually adjust the amount paid by students in public institutions so that increases 
become gradual, moderate, predictable and equitable. This policy should replace the current 
pattern of reducing student charges in good years and then raising them drastically — by 40 percent 
or more in bad years. 

• A commitment to provide students in need with adequate financial aid in both public and private institutions 
and to adjust this aid upward through appropriations whenever student charges in public 
institutions are increased. This policy should replace the practice of increasing charges collected 
from all students and then "recycling" a portion of them as aid for some. Student financial aid for 
tuition increases in public institutions should be a responsibility of state government. 

• A commitment by state government to use capacity within the independent institutions of higher education 
as a way of accommodating a portion of the increase in student demand and to consider the impact 
on private institutions of any change in policies for public colleges and universities. 

• A commitment by state government and the institutions of higher education to make extraordinary efforts to 
use existing facilities more extensively through sharing and through extended hours. Institutions 
should be given strong incentives to fill campuses that have unused capacity and to deliver more 
education without increased cost. 



• A fundamental change in the structure and governance of the California Community Colleges to reduce the 
layers of decision making and state regulation, and to ensure they are governed as collegiate 
institutions. Entangled in various restrictions, structural inefficiencies and serious cross-purposes, 
these colleges — the largest and most accessible sector in California higher education — will not be 
able to respond effectively or efficiently to serve their share (estimated near 80 percent) of the 
enrollment growth. 

A strengthened system of statewide coordination and regional cooperation among educational institutions to 
reduce barriers that lessen efficiency or impede student progress. Only through improvements in 
coordination can the broad public interest in higher education be given a more effective voice and 
the barriers to institutional cooperation be reduced. 
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• A commitment to use new strategies for preserving educational opportunities and ensuring that student 
bodies reflect the diversity of California. California's public universities should change their freshman 
eligibility definitions to guarantee access to the very top students in each California high school. 
State government should increase funding for those programs with a demonstrated record of 
success in expanding educational access, encouraging successful transfer between institutions and 
improving graduation rates. 



A substantial increase in the links between higher education and the K-12 schools to the mutual benefit of 
students in both sectors. These links should be a central priority for all educational institutions as 
they strive to increase the state's college-going and graduation rates. Rather than being left to 
individual initiative or happenstance, these links should become a permanent part of California's 
policy and fiscal environment. 



TOWARD A STATE OF LEARNING 

California has a good system of higher education, considered by many to be among the nation's best. 
Yet, without major changes in policy, financing and structure, its colleges and universities will not 
preserve the best traditions of access and quality, nor reach their full potential in the 21st century. 
California's dream of opportunity in higher education will end for many citizens. 
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Part One 



A Vision for California Higher Education 



THE DREAM 

Forty years ago, Californians sought to transform 
the dream of a college education into a reality 
available to every citizen. California was the first 
state to promise, unambiguously in law, that a 
tuition-free "space" for every qualified adult 
would be available somewhere in its system of 
higher education. Enshrined in the state's now 
famous "Master Plan for Higher Education," the 
promise offered widespread and affordable 
access to high-quality colleges and universities 
throughout the state and the opportunity to 
choose among them. Guided by this Plan, 
Californians committed themselves to develop- 
ing the most affordable, easily accessible, diverse 
and most respected system of higher education in 
the nation. 

Such a commitment extends great benefits to the 
state. Higher education helps ensure an educated 
citizenry capable of exercising the public rights 
and responsibilities required by a democratic 
government. For the economy, higher education 
is increasingly central to California's competitive 
edge in worldwide markets. World-class 
research and advanced education prepare men 
and women to enter such rapidly growing 
fields as high technology industries. 



telecommunications, entertainment and 
international trade — the growth sectors of 
California in the 1990s. 

Higher education is also an essential bridge to the 
work environment of the future. The Commis- 
sion agrees with popular author William Bridges 
who writes that the future holds a "workplace 
without jobs." In this environment, many 
employees will not be filling some pre-designed 
slot with a specific set of duties performed 
repeatedly. 1 California leads the nation toward 
such a decentralized, rapidly changing work- 
place, and the state's colleges and universities 
can help its citizens become more flexible, more 
technologically sophisticated and better pre- 
pared to solve the complex problems of this new 
world. 

Furthermore, colleges and universities play a 
vital role in fostering equal opportunity. An 
accessible system of higher education allows 
members of groups disadvantaged by poverty or 
discrimination to obtain the knowledge, skills 
and credentials that will enable them to compete 
economically and achieve personal fulfillment. 
This role is especially important as California 
becomes more racially, ethnically and socially 
diverse. 
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THE REALITY 

By most measures, the state's higher education 
enterprise has been successful in helping 
Californians realize their dream. For individuals 
seeking greater opportunity, California's 
postsecondary education provides a vast array of 
choices, ranging from English courses for recent 
immigrants to the most advanced medical 
education in the world; from cosmetology to 
comparative literature; from introductory general 
education to advanced graduate study in highly 
specialized scientific fields. A large portion of the 
state's new and successful enterprises (microelec- 
tronics and biotechnology firms are the best 
examples) have been fostered by universities, 
both public and private. California's economy is 
home to nearly half of the 100 fastest growing 
firms in the United States, a surge that cannot be 
sustained without skilled workers and high levels 
of educational opportunity. 2 



By the 1990s, the higher education enterprise has 
grown into a reality far larger and more diverse 
than anything envisioned in the original dream. 
One hundred and thirty-nine campuses of public 
higher education are now scattered throughout 
the state, with a combined credit enrollment of 
more than 1.6 million students. Private accredited 
institutions enroll almost a quarter million more 
students, while "for-profit" schools enroll an- 
other 400,000 in vocational and academic 
programs. All together, these institutions spend 
around $25 billion each year on education, 
research, public service and other activities. 
Display One shows the size and extent of 
postsecondary education in California. 3 

Display One also separates the institutions (or 
segments) according to their definitions in 
California's Master Plan for Higher Education. 4 
Sharp distinctions between various types of 
institutions stem from the Master Plan which 
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Postsecondary Education in California 






1997 






Higher Education 


Campuses 


Credit 


Annual State General 


Total Annual 


Segmen t/Sector 




Enrollment 


Funds ( Billions ***) 


Spending (Billions) 


California Community Colleges 


106 


1,200,000 


$3.2 


$3.6 


California State University 


22 


326,000 


$1.9 


$3.8 


University of California 


9 


163,700 


$2.3 


$11.1 


Independent Institutions* 


72* 


231,300 


$0.2 


$6.5 


TOTAL-ACCREDITED 
HIGHER EDUCATION 


209 


1,921,000 


$7.6 


$25.0 




Other Postsecondary Institutions ** 


Locations 


Enrollment 


Annual State 


Annual Total 








General Funds 
( Billions ***) 


Spending (Billions) 


State Approved Private & 
Vocational Schools 


2,100 sites 


412,400 


$0.01 


$1.3 


K-12 Adult Schools 


250 districts 


Est. 1,800,000 

duplicated enrollment 


$0.45 


$.48 


Regional Occupational Programs 


30 counties 


Est. 100,000 

duplicated enrollment 


$0.27 


$0.29 


TOTAL OTHER 


NA 


NA 


$0.74 


$2.3 


* Members of the Association of Independent California Colleges and Universities only. 

** UC and CSU Extension enroll hundreds of thousands of students with no state funding. 

*** Includes state-funded student financial aid provided through the Student Aid Commission. 
Sources: CPPVE, p. 18; Governor’s Budget, 1998/99; AICCU, Uncertain Partnership , p.l 1. 
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drew clear lines between research-oriented UC 
and the teaching-oriented CSU; between 
Community Colleges with open access and 
universities with restricted admission pools; 
between public institutions with line-item state 
appropriations and the private sector where 
government support was available only through 
student financial aid; between higher education 
as "receiving" and K-12 as "sending" students. 

The University of California: In terms of 

prominence in research and graduate education, 
no state matches California. The state's public 
research university consists of eight general 
campuses and one health science university, 
which together attract more than one tenth of all 
research funds awarded to universities through- 
out the United States: approximately $1 .2 billion. 
"The University of California is the most 
successful research university system in the 
world," concluded a respected study from a 
Vanderbilt professor. "It has no competition." 5 

The California State University: This set of 

twenty-two campuses, the largest four-year 
system in the country, maintains an extensive 
presence throughout California. It places primary 
emphasis on undergraduate academic education 
and concentrates graduate-level work in selected 
professional fields such as business, social work, 
education, health sciences and engineering. The 
CSU is more accommodating of part-time 
students than is the University of California and 
enrolls far larger numbers of Community College 
transfer students (almost 60 percent of CSU 
baccalaureate holders have credits from 
California's two-year colleges). 6 CSU describes 
itself as committed to innovative use of facilities, 
the development of flexible academic schedules 
and an emphasis on "the ease with which students 
get services." 7 

The California Community Colleges: This third 
public segment enrolls 1.4 million students in 
credit and non-credit classes, a figure that 
translates into 10 percent of all college students in 
the United States and 27 percent of the nation's 
Community College students. The Community 
Colleges are the most diverse among the public 
segments, enrolling the majority of all Latinos and 
African Americans in California higher education. 



They are, by law, open door institutions: the 
Community Colleges must admit any California 
resident over 18 years old and capable of profiting 
from instruction. 8 The colleges offer instruction 
in three types of courses supported by state funds: 
credit transfer to universities. Community 
College credit and noncredit. Most also offer 
community/business services that do not receive 
state funding. Over one million students 
annually take vocational education classes that 
emphasize training for job entry, career changes, 
updating of skills and licensing. Welfare-to-work 
reform has placed an even greater burden on 
these colleges to provide education and job 
training. 

The Private Sector of Higher Education- 
Accredited, Non-profit Institutions: California 
has a large sector of accredited colleges and 
universities, called "independent institutions," 
which range from small specialty colleges in the 
arts with 200 students to large universities with 
student bodies of over 30,000. In between are 
free-standing graduate and professional schools, 
campuses with a wide variety of religious 
affiliations, single gender schools, traditional 
liberal arts colleges and campuses for working 
adults. 9 California's four private research 
universities account for $400 million in awarded 
research funds and, along with other indepen- 
dent institutions, provide half of all advanced 
graduate degrees and one quarter of all 
baccalaureates granted in the state. 10 These 
schools not only offer a diversity unavailable in 
the public sector but also increase competition to 
the benefit of all who seek higher education. 

THE CHALLENGE 

While Californians can be proud of their system 
of higher education, its continued ability to 
support the dream of educational opportunity for 
all qualified applicants is seriously threatened by 
a new challenge. In the coming decade, demand 
for new enrollments is projected to rise 
dramatically. If this enrollment challenge is not 
met, many thousands of Californians will be 
deprived of an opportunity to pursue a first-rate 
college education. 
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Perhaps the most serious consequence for 
California will be a further widening of the 
dangerous economic and social split in the state's 
population. Yet, despite the urgency of this 
situation, the state is not preparing an adequate 
response to the enrollment challenge. One reason 
for this reluctance to face the challenge lies in the 
unprecedented cost of incorporating all the new 
enrollment. Another reason stems from the state 
government's unwillingness to change its de- 
structive "boom and bust" approach to financing 
higher education. 

An Increasing Economic and Social Split: 
Historically, California has been one of the 
wealthiest states in a wealthy nation. Yet, in the 
midst of a strong California economy, during the 
1980s income inequality began to grow steadily, 
and the early outlines of a troubling split between 
higher and lower-income earners became clear. 
Economic changes in the 1990s increased this split 
as massive job losses in the aerospace, manufac- 
turing and defense industries were accompanied 
by expanding opportunities in the high-technol- 
ogy and professional service fields. "California is 
not so much poor," concluded a 1997 study of 
social problems, "as it is unequal." 11 

The Role of Education in Reducing the Split. Much of 
this inequality can be explained by differences in 
education. In the current economic arena, the 
average income of individuals rises rapidly as 
educational levels increase, especially for those 
who hold baccalaureate degrees or higher. 
Indeed, even the prospects of finding any job are 
enhanced by increased education: 85 percent of 
all the new jobs in California between 1970 and 
1990 were filled by workers with at least some 
form of postsecondary education. 12 

Troubling Indictors. Without more educational 
opportunity for all Californians, social and 
economic polarization can become a permanent 
and disastrous feature of the social landscape. At 
present, two important indicators suggest that the 
state is not moving in the right direction. 

First, "college-going rates" in California have 
fallen dramatically over the years (see Display 
Two), largely in response to fiscal cutbacks. 
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enrollment losses in the Community Colleges and 
uncertainty about changes in student charges. 

Until the early 1980s, more than 60 percent of 
recent California high school graduates went to 
either public or private higher education, a 
percentage well above the national average. 
Today, about 55 percent of our high school 
graduates go on to college soon after high school. 



DISPLAY TWO 

College Enrollment Rate of California High School 




Source: CPEC. Student Profiles 1997. section 2-6. 



a level below the nation's average. While not all 
high school graduates want or need a bachelor's 
degree, some form of postsecondary education or 
training is increasingly necessary for anyone to 
function successfully in the state's economy. 

Second, California's system of higher education 
has a low ranking in measures of final educational 
attainment. Although the state as a whole enjoys 
a high college "participation rate," 13 it is close to 
the bottom among all states in associate or 
bachelor's degrees achieved, both as a proportion 
of total population and as a percent of total 
enrollments, as shown in Display Three. 

These indicators — college-going rates and 
graduation rates — are especially low for members 
of those racial, ethnic, and socioeconomic groups 
that have been traditionally underrepresented in 
higher education and are now among the fastest 
growing sectors of California's population and 
workforce. Furthermore, differences in enrollment 

13 
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DISPLAY THREE 

California’s Ranking in Higher Education Degree Production 

Public and Private Institutions Combined* National Rank 

AA or BA degrees per 1 ,000 college enrollments 47th 

AA or BA degrees awarded per 1 ,000 population ages 1 8-24 40th 

BA degrees awarded per 1,000 enrollments 

(30% below the national average) 46th 

Source: U.S. Census Bureau and U.S. Department of Education, 1995. 

* Graduation rates vary widely by education segment. Roughly 60% of all undergraduates in the state attend CCC. 



across these groups increase as students advance 
up the educational ladder, with some groups 
barely represented at the highest levels. The 
state's future workforce will be much more 
diverse than it is now, with Latinos and Asian- 
Americans increasing most rapidly. If any of 
these groups lag seriously behind educationally, 
California's economy and state revenues will be at 
risk. 

So far, the state government and the institutions 
of higher learning have not been able make much 
headway in reversing these troubling trends. 
Doing so will become even more difficult with the 
surging enrollment demand of "Tidal Wave II." 

The Large Cost of "Tidal Wave II": Display Four 
tracks the dramatic increase in student demand as 
more than 500,000 additional students seek to 
enroll in California higher education over the next 
decade (a 30 percent leap over today's enroll- 
ments), with more to follow. This demand 
represents the second strong surge of young 
people seeking college admittance, the first being 
the "Baby Boom" generation which reached 
college during the 1960s. 

The Citizens Commission reviewed several 
prominent studies and developed its own 
statistics which provide compelling evidence that 
California state government alone will not be able 
to pay for this increase in student demand. 14 The 
state cannot support the higher education 
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enterprise at reasonable levels and also pay for the 
many thousands of extra students knocking on 
campus doors without adopting new approaches 
to the financing and organization of higher 
education. 

The "Boom and Bust" Cycle of State Finance: 

A Problem for Institutions. The "roller coaster" of 
state finance poses a serious challenge to higher 
education: appropriations for colleges and 
universities rise more than the increase in state 
revenues in good times but fall sharply when state 
revenues decline. In good times, abundant 
resources are treated like windfalls that need to be 
spent when available. 15 Many institutions 
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Boom: 1997 

"In California, we have enjoyed our 
finest two years ever in terms of funding. 
[Tjhere is much more money... than we 
would have imagined. It has put us in an 
embarrassing light because when we 
think that our needs and priorities are 
$300 million and then all of a sudden 
there is $450 million available, we are 
scrambling to find areas where the 
money fits the priorities." 

-T. Nussbaum. Chancellor, 

California Community Colleges, 1997 



that could significantly increase productivity 
over the long term. Their tendency was to take 
steps designed simply to hold things together 
until the "boom" times returned. 

A Problem for Students and Parents. For many 
students and their families, these financing cycles 
have been grossly unfair. In good times, when the 
economy is strong and unemployment low, the 
state government reduces student fees. In bad 
times, when economic opportunities are limited 
and families are struggling, student charges in 
public institutions are raised substantially, 
sometimes doubling in less time than it takes a 
student to graduate. Over the past twenty years, 
this pattern has caused extreme uncertainty 
about what students and their families might 



respond to "boom" funding by giving generous 
salary raises and by increasing purchases of high 
technology — constructive steps in moderation 
but entailing large fixed costs difficult to sustain 
during the next downswing. Little provision is 
made for the future "busts" that invariably 
follow. 

When they do, the state government cuts its 
appropriations to higher education and short- 
term emergency measures are adopted. The 
general effect of these measures is to shrink the 
higher education enterprise and reduce accessi- 
bility to colleges and universities across the state. 
During the most recent "bust," the UC responded 
by granting generous "golden handshakes" to 
many senior faculty members which "sharply 
reduced the University's core teaching faculty" 16 
and thinned their ranks by 20 percent. 17 The 
Community Colleges reduced the number of class 
offerings and saw their enrollment drop by 
150,000 students. 18 The CSU laid off large 
numbers of temporary faculty and staff and also 
cutback on classes and enrollments. 19 Institutions 
in all three segments postponed facilities' repair 
and maintenance and curtailed library purchases. 

Yet, unlike many organizations that experience 
"down times," the state's colleges and universi- 
ties seemed reluctant to use this period as an 
opportunity to eliminate many low-priority 
C programs or seriously rearrange services in ways 

:RJC 



Bust: 1993 

"For the University of California, the 
financial hardships of the recent past 
have no parallel at all in our 125-year 
history. Over the last four years, UC 
has had to respond with unprecedented 
speed to cuts of unparalleled scope and 
magnitude." 

-J. W. Peltason, President, 

University of California, 1993 



expect in college costs. One entering class pays 
nothing more in charges, while the next class is 
hammered with huge increases, as shown in 
Display Five. 

THREE POPULAR APPROACHES TO THE 
CHALLENGE 

The policy debate about higher education's 
future in California has generated three popular 
approaches to the challenge of increased 
enrollment demand: one is that state revenues 
will continue strong and there will be no hard 
choices, or at least not until much later; the 
second is that the problem can be handled 
through ad hoc measures applied annually; and 
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the third is that the expense of enrollment 
pressures can be minimized by an expansion of 
high technology. The Commission has examined 
these three approaches and concludes that none is 
adequate for meeting the challenge. 



DISPLAY FIVE 




Excessive Optimism or the "Good Times are 
Here to Stay" Approach: Some commentators 
insist that the current prosperity propelled by 
California's robust economy will last for at least 
the next decade, and that state government can 
both maintain higher education and expand 
opportunity for large numbers of new students 
through a "business as usual" approach. They 
point to the last three years, when higher 
education appropriations have been the largest in 
real dollars during modern times, and to the 
voters' solid approval in 1996 of bond measures 
for new construction. They emphasize the 
significance of the compact with California's 
current Governor and his proposed $900 million 
budget increase for higher education over the 
next fiscal year. In their view, higher education 
will continue to ride this crest of success, carried 
forward by a strong economy, a stable commitment 
from the Governor, a significant increase in state 
student financial aid, tax credits coming from 
Washington and a political priority for education 
in general. To them, most indicators suggest that 
California is capable of absorbing all of "Tidal 
Wave II" without serious sacrifice or change. 
Even if it is not, the view is that higher education 
gp~uld not deprive itself of any current benefits in 




anticipation of meeting the challenges which lie 
ahead. 

The Commission has concluded that this attitude 
is unrealistic and short-sighted. Current spending 
is typical of "boom" times, but history shows that 
such times do not last for more than a few years. 
The early 1990s are a case in point. Following 
several years of strong funding, the deep 
recession of 1991 through 1994 led to a virtual 
collapse of the state's support of many Master 
Plan promises. 20 As state funding fell, student 
charges in public institutions rose sharply, 
sometimes by 40 percent a year, despite a solemn 
promise in statute that changes would be 
"gradual, moderate [and] predictable." 21 

Thousands of students were denied educational 
opportunity, others had to postpone graduation 
and many stayed in school only by borrowing 
ever larger sums of money. 

Although especially severe, this latest financial 
crisis was not an isolated occurrence but is part of 
an overall pattern of declining state support over 
the long term. As Display Six shows, state general 
funds for public colleges and universities along 
with student financial aid for private institutions 
have fallen over the past 20 years, sometimes 
precipitously. 

The Commission is concerned that — absent a 
realistic plan — the inevitable future economic 



i “The current reality of public finance in 
California is that public resources are no 
I longer available to fund all of higher 
| education ’s legitimate priorities at the same 
levels as in the past. No state financial policy 
j framework for higher education has been 
i developed in this new environment 

— California State University, 

| The Cornerstones Report 
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downturns combined with large increases in 
enrollment demand will force higher education 
to close its doors to thousands of Californians, 
many of whom are members of racial and ethnic 
groups already underrepresented in the state's 
colleges and universities. Unrealistic optimism 
about future resources or complacency about 
higher education policy until the crisis is upon 
California will ensure that tragic result. 



display six 

Yearly Percentage of California General Fund Revenues 




Years 

Source CPEC, Fiscal Profiles 1996, display 2. 



The Ad Hoc or the "One Year at a Time" 
Approach: The prime example of this approach 
is a recent report. Higher Education Enrollments: Is 
a Tidal Wave Coming? 22 The report projects an 
increase of only 220,000 students, less than half 
the consensus view, primarily by assuming that 
today's low college participation rates will not 
change over the next decade. However, in case 
the rates do rise and more students apply than the 
state can afford, the report suggests that: 

The Legislature can manage growth, for 
example, through policies affecting (1) 
eligibility standards, (2) student fees and 
financial aid, (3) allocation and articulation of 
students among the three segments, and (4) 
priorities for educational offerings. 23 

The Commission not only believes that participa- 
tion rates should rise but also is confident that 
they will. More high school students are now 



taking college preparatory courses than ever 
before, 24 outreach by universities is stronger, 
enrollments by Latinos and African Ameri- 
cans are receiving a higher priority, and 
businesses are requiring more skills and 
credentials for their employees. Conse- 
quently, without a clear priority for access 
and a long-term plan to accommodate 
enrollment demand, the state will have to 
"manage" the situation by violating its most 
cherished traditions in higher education's 
master plan. 

Sooner or later, the ad hoc approach will lead 
to an enrollment disaster, blundered into by 
poor planning or a lack of mature policy and 
fiscal discipline. The Commission believes 
that higher education cannot thrive in such a 
slippery environment, where major enroll- 
ment and fiscal policies are annually adjusted 
on the basis of immediately available 
revenues. 

The High-Technology or the "Silver Bullet" 
Approach: Nearly everyone agrees that 

electronic technology is starting to make a 
significant contribution to higher education 
and that it holds an even greater potential for 
the future. 

Some proponents go even farther and 
advocate this approach as a "silver bullet" 
capable of solving all problems of high 
enrollment demand. They contend that 
advanced technologies will enable higher 
education to cut costs and expand access 
significantly, and that these technologies can 
increase efficiency by replacing most lecture- 
based, face-to-face instruction. They point to 
considerable cost reductions attained when 
educational lessons are electronically 
packaged and delivered to thousands of 
students, on campuses or throughout the 
state, the nation and the world. They are also 
convinced that technology enhances 
educational quality because instruction can 
be tailored to the individual needs and 
circumstances of learners — for instance, by 
offering the repetitive drills required in 
remedial English, language instruction, or 
basic mathematics courses. 
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Critics of the "high technology" approach 
maintain that the new technologies can make 
education impersonal and superficially entertain- 
ing. They contend that the style of "high-tech" 
delivery tends toward "glitziness" rather than 
substance, toward rapid motion rather than in- 
depth thought. In their view, electronic 
instruction is most effective when it is used to 
augment rather than replace the traditional 
interaction between teachers and students, 
especially for general instruction at the baccalau- 
reate level. 

After sorting through the evidence, the Commis- 
sion has concluded that both positions have some 
merit. Clearly, the most exciting potential of 
electronic media lies in the ways it can shift the 
focus from teaching to learning. In terms of 
technology in learning, the most important 
question is whether traditional institutions of 
higher education can reorganize themselves in 
ways that take full advantage of technology's 
potential to individualize instruction without the 
constant presence of a faculty member in a 
traditional classroom setting . 25 This change 

involves a serious "paradigm shift," where the 
use of technology infuses the entire institution, 
both to facilitate learning and reconstruct the 
curriculum. 

In terms of cost, reliance on electronic technology 
so far has not reduced average spending per 
student in most programs. Its high initial outlay, 
the substantial expense of keeping up-to-date, the 
need for numerous technical and training 
personnel and the advanced level of sophistica- 
tion required to use technology effectively are all 
factors that make "high tech" a costly undertak- 
ing. In many cases, educational technology, 
despite its power and efficiency, remains an 
expensive "add-on" to the delivery of standard 
courses. Technology appears to lower long-term 
costs only when the entire educational enterprise 
is restructured. 

The Commission is convinced that technology 
can extend access to new populations, especially 
those geographically distant from campuses. The 
state's plan to enroll Tidal Wave II students and 
improve quality in higher education should rely 



on the use of electronic technology, but only as 
part of a larger overall strategy to improve 
education and provide greater access to it for all 
Californians. 



THE APPROACH 

OF THE CITIZENS COMMISSION 

FOR MEETING THE CHALLENGE 

The Central Priority: The Citizens Commission 
believes that, despite warnings from many 
quarters, neither the state government nor the 
institutions are seriously preparing to meet future 
challenges or that they are relying on approaches 
destined to fail, such as the three described earlier. 
Consequently, as its first responsibility, the 
Commission undertook to offer the state a 
realistic plan for enrolling all eligible students in 
"Tidal Wave II," during good and bad financial 
times. The Commission's central priority was to 
recommend a policy framework for the long-term 
health of the higher education enterprise, in 
service to the growing numbers of Californians 
and their changing needs. 

The Commission's review of higher education in 
California has led to the inescapable conclusion 
that the system is not well positioned to meet such 
challenges, and that a realistic and balanced policy 
framework is needed soon. Many of the problems 
stem from the state government's erratic pattern 
of financial commitment. Despite funding 
increases in the current "boom" period, higher 
education receives a smaller portion of the state's 
budget than it received two decades ago and the 
dollars spent per student on their education, 
adjusted for inflation, have declined as well. 
Other sectors of government spending — health, 
welfare, and corrections — have grown at the 
expense of higher education. If this trend 
continues and as greater numbers of students 
seek to enroll, weakening state support will 
inevitably translate into lower access rates, higher 
student charges and an erosion of educational 
quality. 

To avoid this dismal scenario, the state must 
reverse the long-term decline of support for 
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higher education and also provide more stability 
and predictability for both institutions and their 
students, rather than bursts of generosity 
followed by sharp cuts. The Commission's 
recommendations, if adopted, will provide an 
essential first step toward achieving that goal. 

Other Concerns: The Commission also reviewed 
ways in which the structure and functioning of 
California's colleges and universities impair their 
effectiveness in serving the public interest and in 
meeting the enrollment challenge. In general, the 
Commission agrees with those who contend that 
higher education's priority should be of more 
service to an increasingly diverse California and 
that institutions should take an outward looking 
perspective, rather than what often appears to be 
an excessive concern with internal priorities. 

More specifically, the Commission agrees with 
earlier reviews of California higher education 
which concluded that the Master Plan's distinc- 
tions among the public segments have hardened 
too much, thus preventing a more unified and 
efficient approach to meeting the state's educa- 
tional needs. 26 Additionally, the Commission is 
quite concerned about the dysfunctional 
structure and governance system of the California 
Community Colleges which needs urgent atten- 
tion. The success of this higher education 
segment is far too important to California's future 
to leave it wrapped tightly in such a contradictory 
tangle of structural difficulties. 

Moving Forward with New Finance Policies: As 
part of its review of higher education finance, the 
Commission examined the resources available to 
California's institutions for carrying out their 
mission and compared these resources to those of 
institutions in other states. The Commission 
reviewed the long-term pattern of student 
charges and student financial aid. The Commis- 
sion sought to understand the cost implications of 
past changes in faculty retirements and hiring 
patterns (patterns of full-time and part-time 
employment), of program cuts made in the early 
1990s and of the fact that current UC and CSU 
faculty salaries lag behind those offered by 
competing institutions. The Commission also 
sought to identify the projected costs of 



adequately financing educational technology, 
maintaining facilities and accommodating "Tidal 
Wave II" in first-rate institutions. 27 

From this review, the Commission has concluded 
that the present mix of funding for public 
institutions and their general expenditure pat- 
terns form an initial starting point for 
designing a comprehensive plan for financing the 
institutions, for providing adequate student 
financial aid throughout all higher education and 
for using existing facilities to the maximum extent 
possible. 

The plan should include these elements: 

® A long-term commitment by state government 
to stabilize funding for the UC and the CSU as 
a proportion of state appropriations and, 
above this level, to provide additional 
resources for new students through an 
approach which "shares responsibility" among 
the state government, the students and the 
public systems of higher education. 

• A long-term commitment to stabilize the 
proportion of funds appropriated to the 
Community Colleges within the provisions of 
Proposition 98 and, above this level, to 
provide additional resources for new stu- 
dents through an approach which "shares 
responsibility" among the state government, 
the students and the Community Colleges. 

° A recognition that students in public 
institutions now pay "fees" which support a 
significant portion of the costs of education, 
though far less than the subsidy provided by 
state government on their behalf. Policy on 
student "fees" should focus on ways of 
annually adjusting the amount paid so that 
increases become gradual, moderate, 
predictable and equitable. 

® A commitment by state government to 
provide adequate aid to students in need. 
Such aid should be available throughout 
higher education, in both public and private 
institutions. The state government should 
adjust this aid upward through appropriations 
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whenever "fees" in public institutions are 
increased, rather than "recycling" charges 
collected from some students as aid for others. 

• A commitment by the state government and 
the institutions of higher education to make 
extraordinary efforts to use existing facilities 
more extensively through sharing and through 
extended hours. Institutions should be given 
incentives to fill campuses that now have 
unused capacity. 

Moving Forward with New Structures and 
Priorities: The Commission also concludes that 
new financing policies are only one step toward a 
system of higher education that offers more 
opportunity, better quality and enhanced service 
to all Californians. Another step is to improve the 
structure and priorities in higher education. 

These gains cannot be achieved without at least 
the following: 

• Fundamental changes in the structure and 
governance of the California Community 
Colleges. Currently entangled in various 
restrictions, structural inefficiencies and 
serious cross-purposes, these colleges — the 
largest and most accessible sector in California 
higher education — cannot respond effectively 
or efficiently to growing demands. 

• A strengthened system of statewide coordina- 
tion and regional cooperation for higher 
education. Only through these changes can 
the state give better expression to the public 
interest in higher education and reduce the 
counter-productive barriers in California's 
highly "segmented" system. Such barriers 
foster inefficiencies and impede student 
access. 

• Stronger recognition of higher education's 
private sector in providing access and 
opportunity to Californians. Any statewide 
decisions affecting public higher education 
should take into account the impact on 
independent institutions. Planning to accom- 
modate 'Tidal Wave II" should include the 
private sector more than it does today. 



• New strategies to ensure educational oppor- 
tunities and student bodies which reflect the 
diversity of California. State government 
should redirect funding to those programs 
which have demonstrated their effectiveness 
in these areas. California's public universities 
should change their freshman eligiblity 
definitions to guarantee access to the very top 
students in each California high school. 

• A substantial improvement in the links 
between higher education and the K-12 
schools. These links should become a central 
priority for both sectors as they strive to 
increase the state's college-going and gradua- 
tion rates. Rather than being left to individual 
initiative or happenstance, these links should 
become a permanent part of California's 
policy and fiscal environment. 

The Commission now turns to an Action Agenda, 
a detailed blueprint for change, to ensure that the 
policy and financing framework of higher 
education can well serve Californians and their 
dream of educational opportunity in the opening 
decades of the 21st century. 



Part Two 



An Action Agenda For Higher Education 



California higher education requires important 
changes in finance policies, governance struc- 
tures and priorities if the dream of college 
opportunity and high-quality education are to be 
a reality for the next generation of Californians. 
The following Action Agenda describes these 
changes. A full explanation of the Action Agenda 
and other details of implementation appear in this 
report's companion document, A State of Learning: 
A Blueprint for Implementing Change in California 
Higher Education. 



I. Sharing Responsibility for Tidal Wave II: 
Financing Enrollment Growth 

California faces a strong increase in demand for 
new college enrollments, but state government 
alone cannot meet the large educational and 
capital costs necessary to accommodate all the 
new students. The only realistic means for 
enrolling these students is a long-term fiscal 
policy which has the state government, the 
students and the institutions of higher education 
all contribute to, or absorb a portion of, the 
increased costs and which places high priority on 
using facilities more creatively and intensively. 
We recommend that the state government take 
the lead in forging this policy of "shared 
responsibility" through the approach described 
FRirbelow. 



Recommendation 1-1 

Stabilize state support for "base" budgets in 

higher education by: 

A. Appropriating annually to the University of 
California and the California State University no 
less than the percentage of total General Funds 
that was appropriated to each of these 
segments in the prior year. 

B. Fixing the Community Colleges' share of overall 
revenues guaranteed to K-14 under Proposition 98 
at least at 10.6% and using that ratio each year 
to determine their level of support. 28 

C. Requiring the University of California and the 
State University to enroll all eligible undergradu- 
ate students. 



Recommendation 1-2 

Provide state support for additional enrollments 

only above certain thresholds. 29 

A. The University of California should receive an 
additional appropriation only if annual enroll- 
ment growth exceeds 1.5 percent. 

B. The California State University should receive an 
additional appropriation only if annual enroll- 
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ment growth exceeds 1 .5 percent, except for 
enrollment increases in schools of education 
which should receive special funding as 
encouragement to expand. 30 

C. The California Community Colleges should 
receive an appropriation beyond their Proposition 
98 guarantee for any year in which enrollment 
growth exceeds 1.5 percent. 31 

Recommendation 1-3 

Require some annual growth in student charges 
and provide state appropriations for financial 
aid. 

A. Require all students in the public segments to pay 
a slightly higher charge each year as the students' 
share of support for additional enrollments 
and increased educational costs. 32 

B. Require the state government to appropriate 
financial aid for needy students who cannot 
afford these increased charges. 

Display Seven summarizes the differences 
between "business as usual" and the "shared 
responsibility" approach recommended by the 
Commission. 



Recommendation 1-4 

The state government and the institutions of 
higher education should make extraordinary 
efforts to use existing facilities more exten- 
sively and wisely by: 

A. Providing fiscal incentives to all higher 
education (UC, CSU, CCC and independent 
institutions) for sharing facilities. These 
incentives should come through subsidies 
from a statewide fund and should be 
provided to an institution when it demon- 
strates that its use of facilities in another 
institution will save publicly supported 
capital outlay. 33 

B. Providing fiscal incentives to all higher 
education (UC, CSU, CCC and independent 
institutions) to encourage joint programs in 
the public interest. 34 

C. Adopting a long-term policy to explore 
alternatives to new construction in the public 
segments and, if these alternatives represent 
savings, to implement them before making 
commitments to large-scale, new construc- 
tion for increasing enrollment capacity. 35 



DISPLAY SEVEN 

Two Approaches to Financing Additional Undergraduate Students 


The Current Approach 


The Proposed “Shared Responsibility” Approach 


In good times, state government funds “base 
budgets” in public institutions and also funds 
costs associated with enrollment growth. 


In good times, state government funds “base budgets” 
in public institutions as well as costs associated with 
enrollment growth above certain thresholds. The 
institutions absorb some costs for enrollment growth 
and all students pay a slightly higher annual charge. 
The State provides financial aid to offset the impact of 
additional charges on needy students. 


In bad times, state government cuts “base 
budgets” by some arbitrary amount and 
provides no funds for enrollment in- 
creases, regardless of student demand. 


In bad times, funds saved from earlier years are used 
to augment “base budgets.” These funds also 
provide the state and student shares of enrollment 
increase costs (see Action Agenda Recommendation 
II-l). 

O-o 
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1. New construction for additional enrollment 
capacity should come only as a last resort. 

2. Expansion of existing campuses should have a 
higher priority than adding new campuses 
built "from the ground up," since costs for 
new construction are lower on existing 
campuses with established infrastruc- 
tures. 

3. When new campuses are considered, the 
highest priority should be those geo- 
graphic areas of California which are 
seriously underserved. 36 

4. Regional cooperation with the purpose of 
reducing capital costs should be a high 
priority (see Recommendation III-3). 

II. The Roller Coaster of State Finance: 
Reducing the Wide Swings of "Boom and Bust" 
for Higher Education 

State support for higher education resembles a 
steep roller coaster where funding rises more than 
the increase in state revenues in good times and 
then falls more sharply when these revenues 
decline. This "boom and bust" pattern is 
destructive for colleges and universities and 
creates great uncertainty for students and their 
families. 

The "boom and bust" cycle occurs largely because 
most appropriations in higher education are 
annual and discretionary-that is, they are neither 
constitutionally required nor protected under 
existing statutes. 37 Also, students represent 
attractive targets of opportunity for raising funds 
during state revenue shortfalls because many can 
afford to pay more and state government has — in 
a generous but misguided fashion — often re- 
duced their charges during good times. 

The negative effects of these state cycles can be 
reduced considerably by adopting fiscal strate- 
gies to conserve resources for higher education 
when they are most available, and then transfer 
them to the times when they are needed most 
because of revenue shortfalls. The following 




changes, which will require considerable fiscal 
discipline, are the only realistic means of 
controlling these excessive, annual swings. 

Recommendation II-l 

To smooth the cycles of higher education 
finance, the State should create a "trust fund" 
called the California Higher Education Oppor- 
tunity Fund, which would consist of: 

A. Any amount above an annual increase of 4 percent 
in state general funds available to the UC and the 
CSU in any given year , 38 These funds would 
then be available to each segment during any 
year when the increase in state general funds 
falls below 4 percent, as a means of stabilizing 
their resources over the long-term. 

B. Fifty percent of the increases in resident student 
fees one year after a "fiscal emergency" has come 
to an end. 39 These funds would be used later 
to reduce the pressure to raise student tuition 
again during fiscal crises. 

The idea of a "trust fund" to save state general 
funds and some student fee revenues is a new and 
controversial approach to smoothing the excesses 
of fiscal swings. The idea seems contrary to a 
state appropriations process where the political 
priority is to spend all funds annually or return 
them to the citizens as tax relief. Higher education 
leaders are concerned that, without proper 
controls, this approach might sequester their 
appropriations without really securing them. 
Later, they fear, the state government would seize 
the funds for purposes other than higher 
education. Certainly the history of funds which 
are set aside only with good intentions and only in 
statute provides reason for concern. 40 

There are legal devices, however, to protect 
special funds which are not easily circumvented: 
examples include the vesting of benefits in 
retirement accounts and provisions protecting 
dedicated funds established in Proposition 99 
(1988) and Proposition 111 (1990). 41 To ensure the 
long-term integrity of the "trust" framework, the 
following characteristics are both needed and not 
severable: the state general funds which feed the 
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trust are appropriated each fiscal year to each 
segment and so are "vested" with them; the funds 
are held in an interest bearing account in the state 
treasury with strict fiduciary controls; the state 
adheres to the annual appropriation level 
described in Recommendation 1-1 so that the 
"trust" funds are not used to supplant the state's 
on-going fiscal obligation. 



of the increased student fee level, above the 
normal adjustment, be placed in the 
California Higher Education Opportunity 
Fund as a cushion against future emer- 
gencies. The Legislature should be 
responsible for declaring when the fiscal 
emergency is over. 



Recommendation II-2 

Resident Student "Fees" 42 should be changed 
annually by a fixed amount based on changes in 
an index which measures income available to 
Californians. 

1 . Resident student "fees" in all public segments 
should be adjusted by the same percentage 
each year for five-year periods. At the end of 
every five-year period, the percentage 
should be recalculated, based on the 
actual average annual change in Califor- 
nia Personal Income Index during the 
prior fifteen years. This length of time is 
long enough to smooth out the substan- 
tial annual fluctuations in personal 
income while still providing an adjust- 
ment to align "fee" increases with current 
measures of personal income. A fixed 
change announced at the beginning of the 
five-year period will provide some 
measure of predictability for students 
and their families. 

2. The annual change in resident student tuition 
should be an increase of 4.6 percent during 
the first five years of this policy. 43 

3. Higher education governing boards should 
have the latitude to increase student fees 
during emergencies caused by serious 
declines in state appropriations. Without 
this flexibility for extreme situations, 
higher education institutions will be 
forced to take short-term, draconian 
measures which are not in anyone's 
interest. 

4. The state government should require that, 
following such fiscal emergencies, 50 percent 

O 




Student financial aid has been going 
though a period of unprecedented change. 
After years of eroding support for 
students attending independent institu- 
tions, the state government has recently 
increased the Cal Grant program substan- 
tially for this sector. In 1997, the state 
adopted a "scholarshare" program which 
provides tax-free savings for college. 
That same year, the federal government 
adopted one of the most significant policy 
changes for higher education since the GI 
bill: the provision of large tax credits for 
the tuition paid by students and parents, 
and the ability to deduct the interest paid 
on student loans. 

These benefits, estimated in the hundreds 
of millions of dollars for Californians 
each year, are targeted at the middle class. 
Most federal grant programs and Califor- 
nia state student financial aid are 
directed toward students who show 
financial need. 

The Commission recommends that the 
state and higher education institutions 
take no action to adjust student charges 
or realign student aid until the long-term 
effects and policy implications of this 
federal change are apparent. 
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Recommendation II-3 

State government should adopt and adhere to a 

long-term student financial aid policy. 

A. State government should assume responsibility 
for providing student aid sufficient to offset the 
financial need created by any increase in public 
sector student fees. 

B. The State's annual Budget Act should be required 
to fund fully the statutory provisions of the State's 
Cal Grant program, including support for 
students at independent colleges and univer- 
sities. 44 



Recommendation II-4 

If state government does not adopt, or is 
unwilling to adhere to, a long-term tuition and 
financial-aid framework, the people of Califor- 
nia should adopt such a framework through a 
ballot initiative whose provisions will not be 
subject to annual manipulation. 

Since 1985, California law has specified a formula 
for making annual adjustment in student fees in 
UC and CSU. By law, the formula was intended 
to make fee adjustments "gradual, moderate and 
predictable." During most years-in both good 
and bad financial times-the state government has 
ignored the formula, suspended its operation or 
superseded it with temporary legislation. 

The temptation to reduce fees in good years and 
rapidly, increase them in bad years has proven 
stronger than the statutory specification. If 
political pressures in the state's annual negotia- 
tions over the budget make a long-term approach 
to student fees and financial aid impossible, the 
Commission recommends a ballot initiative as a 
last resort. 

Display Eight, which appears on the following 
page, provides a graphical description of the 
Commission's finance proposal, simplified by 
describing the annual adjustments only for the 
University of California and the California State 
University. 
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III. Ensuring Access and Quality: Addressing 
the Most Critical Problems in Governance and 
Structure 

The quality of higher education and student 
access to it depend on adequate resources and 
facilities used efficiently through timely decisions 
in the governance process. The Commission 
found that higher education's structure tends to 
be overly elaborate and stratified, and that many 
governance decisions are heavily influenced by 
priorities internal to the institutions. 

The Commission agrees with defenders of this 
system that the perspectives of higher education 
institutions should have a long horizon and that 
the value of important governance decisions is 
best measured over many years, not just by how 
responsive they are to the fads, frenzies and 
crusades in modern society. Still, it appears that 
many decisions in traditional colleges and 
universities seem excessively focused on protect- 
ing the status quo, especially during times of 
stress. 

"By any account, the economic downturn of the 
early 1990s was a 'massive happening' that 
impacted all of the state's colleges and universi- 
ties," observed a recent publication from the Pew 
Charitable Trusts. "What is remarkable is just 
how little fundamental change the heat of 
austerity produced." 45 



" California's institutions of higher 
education have shown a real capacity for 
self preservation in times of adversity. 
...The ' crucible ' of the early 1990's... [left] 
intact all that higher education 
institutions, the traditional internal 
constituencies, value most." 

A Promise Worth Keeping, 

Pew Charitable Trusts 
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DISPLAY EIGHT 

A Graphic Depiction of the Commission’s Finance Proposal 
for the University of California and the California State University 
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BASE YEAR 



YEAR ONE 



YEAR TWO 



Student 

Fee 

Revenues 



State 

Appropriation 



Student 

Fee 

Increase 



State 

Appropriation 

Adjustment 



Budget 

from 

Base Year 



Student 

Fee 

Increase 



State 

Appropriation 

Adjustment 



Budget 
from 
Year One 



The Base Year budget is the 
sum of state appropriations and 
each segment’s student tuition 
revenue. This base year 
determines the proportion of 
state General Fund expendi- 
tures which will be maintained 
for each segment in future 
years. 



The Year One Budget is the 
sum of the Base Year Budget, 
student fee increases (indexed 
to growth in CA personal 
income over a 15 year period, 
with that average recomputed 
every five years) and the 
change in state appropriations 
needed to maintain each 
segment’s proportion of total 
state expenditures in the base 
year. The state provides 
increased student financial aid. 



The Year Two Budget is the 
sum of the Year One Budget, 
student fee increases (indexed 
to growth in CA personal 
income over a 15 year period, 
with that average recomputed 
every five years) and the 
change in state appropriations 
needed to maintain each 
segment’s proportion of total 
state expenditures in the base 
year. The state provides 
increased student financial aid. 



Funding Enrollment Growth: Added to Base Budgets 

uc CSU 



If enrollment growth is less than 1 .5%, UC receives no 
additional funding. 

If enrollment growth is 1 .5% or more, UC receives 
state funding at $7,000 per FTE (the negotiated rate). 



If enrollment growth is less than 1.5%, CSU receives 
no additional funding, except for 750 FTES for teacher 
training. 

If enrollment growth is 1.5% or more, CSU receives 
state funding at $5,760 per FTE (the negotiated rate). 
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After reviewing the structure and policy-making 
processes within California higher education, the 
Commission identified three areas of particular 
concern: 


The Commission's recommendations suggest c 
major change in Community College governance 
they recognize the reality of finance aftei 
Proposition 13 and the need for the Community 
Colleges to be thoroughly collegiate institutions. 


Improving the structure and governance 
of the California Community Colleges. 


Recommendation III-l 


The effectiveness of the California Community 
Colleges is vital to California's future. Because 
their role is so large and strategic, the Community 
Colleges must be efficient and highly focused on 
meeting the expanding demands for education. 
Yet, the Commission found that this segment is 
entangled in restrictions, inefficiencies and cross 
purposes which greatly dissipate its energies (see 
Display Nine). 


The governance and structure of the California 
Community Colleges should be simplified and 
changed to one more characteristic of colle- 
giate institutions. 

A. The structure of the California Community 
Colleges should be changed from the currenl 
three-level "system" consisting of the 
statewide chancellor's office and Board ol 



DISPLAY NINE 

The California Community Colleges: 
Torn Between Contradictory Forces 



Forces on One Side 


Forces on the Other Side 


The need to be an equal partner in statewide 
higher education. 


A governance structure which is not collegiate but 
similar to secondary schools with geographical 
districts and elected boards of trustees. 


A rigid, state-determined finance system 
with limited ability to raise monies locally. 


Trustees can sign contracts and make commitments 
without the realistic ability to fund them or the 
means to raise money. 


State-established student fees. 


Trustees are charged with creating programs and 
educational services which are tailored to their 
constituents but have no ability to determine charges 
for them. 


State requirement that students may attend any 
college, not just those within their geographic 
district. 


Trustees are elected only by voters within their 
districts and are responsible only for colleges within 
district boundaries. Many students, especially in 
urban areas, live “out of district” and cannot vote for 
the trustees who govern their college. 


The State’s Education Code imposes a mass of 
provisions with expensive activities, complicated 
restrictions and inappropriate controls on local 
institutions. 


Colleges need to be flexible, diverse, 
responsive, unbureaucratic and productive. 


The Statewide Chancellor has statutory responsibil- 
ity to represent the colleges statewide and general 
responsibility for their financial viability but is often 
only one voice among many official voices and has 
little authority to act before a crisis. 


District administrators are selected by local trustees 
and have allegiance and accountability only to the 
district. Many representatives and groups compete for 
statewide prominence as the leader and voice for the 
colleges. 
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Governors, regional districts governed by 
elected trustees, and individual colleges, to a 
two-level system consisting of a statewide 
chancellor's office and Board of Trustees, and 
individual campuses with Governance 
Councils. 

1 . Locally elected district boards of trustees should be 
replaced at each college with Governance 
Councils. The Councils would consist of: 

a. Nine members appointed by locally 
elected officials. 46 

b. Four members appointed by the 
statewide Board of Trustees. 47 

c. Four members appointed by campus 
constituencies (administration, fac- 
ulty, staff and students). 

Each Council should be required to 
have representatives from each of the most 
important external constituencies of the 
Community College (business, labor, second- 
ary schools, four-year colleges and the non- 
profit sector), and the membership should be 
broadly representative of the community's 
demographic diversity. 48 

2. Each individual campus should become the 
locus of decision-making and fiscal 
responsibility for non-state funds. 



"At both the state and local level l, the 
energies of faculty, administrators and 
boards are often being diverted to 
governance issues rather than more 
substantive educational concerns. All 
involved in the Community Colleges are 
paying a price in terms of diminished 
good will and cooperation and a 
diminished attention to issues more 
directly related to student learning." 

-Statement signed by five former 
Presidents of the Academic Senate, 
California Community Colleges 
April 1997 
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The Governance Council should be respon- 
sible for recommendations to the statewide 
Board of Trustees concerning the appoint- 
ment of the campus president and the use of 
the state-generated portion of the college 
budget. 



"Having read literally hundreds of 
accreditation team reports in recent years, 
I can attest to the fact that the California 
Community Colleges combined excellent 
teaching and committed leadership with 
damaged infrastructures, ambiguous 
governance requirements and a most 
uncomfortable mingling of politics and 
policy at the local level." 

-Constance Carroll, Chair 
Accrediting Commission for Community 
and Junior Colleges 



B. The statewide Board of Trustees should be 
responsible for establishing and maintaining 
California-wide standards for programs of 
statewide importance (e.g., academic transfer to 
four-year universities) and for approving the 
overall budget recommendations submitted 
by the Governance Councils. 

C. All provisions of the Education Code concerning 
the California Community Colleges should sunset 
as part of this rearrangement and be replaced by 
a brief, concise and non-regulatory framework 
in statute — a framework oriented toward 
expectations and outcomes, not mandates. 

D. The financial resources and contractual commit- 
ments of the California Community Colleges 
should reflect the dual state-local nature of 
responsibility for their governance. 

1. In addition to support from the state's 
general fund under Proposition 98, each 

23 
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"Virtually no Community College 
' districts' have been successful at 
passing local levies in the past 18 years 
and since the previously established 
taxes are controlled by the state , a 
' district' as opposed to a college is an 
anachronism." 

-Paul Setziol, faculty member 
Foothill Community College 



college should continue to receive 
property tax revenues based on its present 
proportion of total property taxes in the 
county where the college is located. 

2. Each college should be authorized to seek 
the approval of voters in cities, counties, 
or a special college district to support 
capital facilities or the operations of the 
college through local taxes. 

3. The Governance Council at each college 
should have fiduciary responsibility for 
funds obtained through local measures. 

E. The system of collective bargaining within the 

Community Colleges should be changed by either: 

1. Implementing statewide collective bar- 
gaining, to be conducted by the statewide 
chancellor's office under the authority of 
the Board of Trustees, or 

2. Requiring the statewide Board of Trustees 
to adopt general standards for contracts at 
each college and: 

a. Providing the Board with the 
authority to reject contracts which do 
not fit within those standards. 

b. Requiring the statewide Board of 
Trustees certify to the Legislature that 
the college has sufficient funds to meet 
the current and future obligations of 
all contracts. 



Improving statewide coordination of 
all California public and private 
higher education. 

Statewide coordination of higher education 
draws together all of a state's colleges and 
universities in a collaborative effort to use 
resources most effectively and to give voice to the 
broad public interest. 49 In California, higher 
education has long been noted for its three 
powerful public segments, its Master Plan with 
distinctly defined missions for those segments 
and a weak and diffuse coordinating structure. In 
this mix, the state's independent institutions have 
not received adequate attention in California's 
planning for higher education. 

The Citizens Commission is concerned that the 
state's present coordinating agency, the Califor- 
nia Postsecondary Education Commission (CPEC) 
lacks the capacity to make a significant difference 
because it is not sufficiently independent of the 
higher education institutions it seeks to coordi- 
nate; it is not inclined to take controversial 
initiatives in policy areas where its positions may 
be unpopular with any of the institutions of 
higher education; and it lacks the authority to 
distribute competitive grants to public and 
private institutions with the purpose of achieving 
benefits accross segmental lines. 

While the Citizens Commission recommends a 
stronger role for a reconstituted CPEC, the 
Commission does not recommend creation of an 
agency with a wide range of powers or regulatory 
authority. Rather, the following recommenda- 
tions seek a balance between the need for a 
stronger coordinating approach through an 
increased responsibility for CPEC and the proven 
wisdom of California's Master Plan which vests 
considerable authority and initiative with the 
colleges and universities. 

Recommendation III-2 

Statewide coordination of California higher 
education should be strengthened by changing 
the composition of the current coordinating 
agency and expanding its mandate. 
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A. The membership of the California Postsecondary 
Education Commission (CPEC) should be reduced 
from 17 to 9 members and consist of 
appointments by the Governor, the Assembly 
Speaker, and the Senate Rules Committee. No 
member should serve concurrently as a 
governing board member or as an employee 
of any public or private institution of higher 
education. 

B. In addition to its present responsibilities, the 
California Postsecondary Education Commission 
should be given the statutory mandate to: 

1. Serve as prime advisor to the Department 
of Finance, the Governor, and the 
Legislature on how well the principles of 
the Master Plan for Higher Education are 
being accomplished and financed, for both 
public and private higher education. 

2. Serve as an agency to distribute special 
funds created to promote cooperation, 
efficiency and resource sharing among all 
public and private higher education 
institutions and K-12 (see the example in 
the text box to the right). 

Encouraging effective regional 
associations to promote cooperation 
among institutions. 

Finally, the Commission addressed the gap 
between statewide organizations for higher 
education and the individual campuses. Cur- 
rently, many associations at all levels operate in 
California, but there are few, permanent regional 
associations which draw together all educational 
institutions-public and private, secondary and 
postsecondary-into collaborative efforts. Stron- 
ger and more formal regional collaborations 
appear to have the most potential for providing 
the network of links which are so important to 
serving students and saving costs. 

The Commission recommends that the state 
encourage regional structures to improve coop- 
eration among all educational institutions through 
collaboration and fiscal incentives. 



Recommendation III-3 

The state should encourage "regional associa- 
tions" 50 to improve cooperation among all 
institutions of higher education by: 

A. Encouraging program coordination within 
regions. 

B. Fostering greater acceptance of course credits 
among more institutions (better articulation). 



"We recommend the [Citizens] 
Commission foster more innovative 
experiments to address evolving 
priorities. Partnerships that leverage 
integrated technology across the public 
sector, such as recent agreements with 
UC that promote linkages in library 
acquisitions, data retrieval and 
connectivity, are initiatives we strongly 
endorse." 

-Response to the Citizens Commission 
from the California State University, 
February 10, 1998 



C. Encouraging arrangemen ts for sharing facilities 
and equipment. 

D. Providing a central location for inter-institu- 
tional data. 

E. Generating information about institutions in the 
region. 

IV. New Strategies for Educational 
Opportunity: Ensuring Educational 
Opportunity and Success in Changing Times 

Educational opportunity must be a reality for 
members of all racial, ethnic and social groups if 
California is to have a strong economy and a 
cohesive society. Student bodies and graduation 
patterns in higher education should reflect the 
racial /ethnic and socioeconomic diversity of 
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California. Such diversity also enriches the 
educational experience for all students. The state 
should make new, concrete commitments to the 
goals of educational opportunity and success in 
having students complete their degrees. State 
government should increase funding for those 
educational opportunity programs that have 
demonstrated their effectiveness in these areas 
and also increase the appropriations rate for 
transfer and vocational programs in the Commu- 
nity Colleges. 

California's public four-year universities also 
have important responsibilities, not just to accept 
all eligible students but to encourage students to 
become eligible. Toward this end, the University 
and the State University should change their 
method for determining freshman eligibility from 
a pool selected exclusively statewide, to one 
which guarantees access to the very top students 
in each California high school, so long as they 
have taken the required college preparatory 
courses . 51 

This is an effective and responsible way to help 
ensure that public universities will have student 
bodies that reflect California's diversity and that 
students from all groups can succeed in higher 
education. 

Critics of this approach contend that a percentage 
guarantee by high school will water down 
standards and could offer an easier ride into 
California's universities. The Commission 
disagrees, because only the very top students 
would be guaranteed eligibility under this 
recommendation, and because the universities 
would be required to publish information about 
the records of students from each high school . 52 



Recommendation IV-1 

State government should explicitly reaffirm its 
long-standing commitment to the goals of equal 
educational opportunity and diversity in higher 
education. 

State government should redirect resources to 
those programs in the public segments that have 
demonstrated success in improving college- 
going rates and baccalaureate degree completion 
rates for students from groups underrepresented 
in higher education. 

Recommendation IV-2 

A high priority should be placed on increasing 
the number of Community College transfer 
students to four-year institutions, especially 
from those Community Colleges that have few 
students transferring now. 

A. State government should increase the funding 
rate for instructional priorities such as 
transfer and vocational courses. 

B. The UC and the CSU should expand their contacts 
with the Community Colleges by increasing the 
number of classes offered on Community 
College campuses for regularly enrolled UC 
and CSU students . 53 

C. With regard to the transfer and award of credit, 
maximum consideration and extensive informa- 
tion should be given to the individual student who 
has transferred between institutions, while 
maintaining the principle that each institution 
is responsible for determining its own 
policies . 54 



We believe that an eligibility guarantee for each 
high school places the responsibility for adequate 
university preparation where it rightly belongs: 
on the high schools and their students. This is a 
clear message that the top students will have 
equal university access. Such a message, when 
coupled with greater work by universities in the 
schools and more transfer opportunities from 
inner city and rural Community Colleges, can go 
a long way toward improving opportunity and 
diversity in higher education. 
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Recommendation IV-3 

State government should provide some financial 
incentives to increase the number of courses 
completed, students who transfer successfully 
and degrees granted. 

A. A portion of the current amount of State 
appropriation per FTE should be awarded only 
when students complete courses and receive 
credit. 55 

B. An additional amount should be provided for each 
academic degree or vocational certificate 
granted. 

C. An additional amount should be provided to the 
Community Colleges and four-year institutions 
for students who receive a baccalaureate 
degree and have attended both segments. 

Recommendation IV-4 

The four-year institutions of public higher 
education should undertake new initiatives to 
diversify their student bodies while maintain- 
ing high standards. 

A. The University of California Regents should 
guarantee eligibility to 4 percent of the graduating 
seniors (roughly one-third of its current 
eligibility pool) from each California high 
school if they meet the knowledge and skills 
requirements specified by the UC. The rest of 
the applicant pool should be selected from 
criteria applied statewide. 

B. The CSU Trustees should seriously consider the 
benefits and consequences of a policy that would 
grant eligiblity to a certain percentage of 
graduating seniors from each high school if they 
meet the course requirements and knowledge 
areas specified by the CSU. 56 

C. All public universities in California should 
annually provide extensive information on the 
record of students from each high school. 57 



V. The Essential Connection: 

Improving the Links Between K-12 and Higher 
Education 



Better links between higher education and the K- 
12 schools should be a priority for both sectors 
because their success is so interdependent and 
important to the public. On the one side, the 
universities prepare K-12 teachers and, along 
with colleges, powerfully shape the high school 
curriculum by setting certain admission stan- 
dards. On the other side, the students who arrive 
on college campuses come through the K-12 
system and have often been evaluated by means 
of standardized tests developed or required by 
universities. 

The history of the relationship between higher 
education and K-12 is not one of close 
involvement. While the Citizens Commission 
recognizes the substantial efforts recently to 
improve the links between higher education and 
K-12, the state should encourage a much broader 
approach through policy and fiscal incentives. 

Finally, the institutions of higher education 
should be explicitly accountable for improving 
the quality and effectiveness of K-12, and the state 
government should provide fiscal incentives for 
this purpose. Likewise, the responsibility of the 
K-12 schools to send well-prepared students into 
postsecondary education should be encouraged 
through fiscal incentives. The Commission's 
recommendations seek to establish the priority of 
mutual accountability and effective links by 
making them a permanent part of California's 
policy and fiscal environment. 

Recommendation V-l 

The State should make the institutions of higher 
education explicitly accountable for improving 
the quality and effectiveness of K-12 and of 
teacher education. Fiscal incentives should be 
provided for doing so. 
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A. A Teacher Improvement and Development Fund 
should be established from Proposition 98 funds 
and matching amounts from higher education to 
encourage more collaboration between higher 
education institutions and public school 
teachers. 58 Academic departments through- 
out each higher education campus should be 
involved in work with the K-12 sector and 
efforts to improve teacher training. 

B. Higher education institutions should participate 
extensively in community-school partnerships to 
serve the needs of low-income students and 
those most at risk of dropping out of K-12. 

Recommendation V-2 

The California State University should place the 
highest priority on, and redirect resources to, its 
schools of education. 

The state government should provide a separate 
appropriation for all increases in CSU enrollments 
in schools of education in order to encourage 
expansion. A minimum of one-fourth of all funds 
received for enrollment increases should be used 
only for the purpose of increasing the number of 
students in the CSU schools of education and 
improving the quality of teacher training 
activities, for undergraduates as well, until the 
state's need for new teachers, now an emergency, 
roughly equals supply. 59 



Recommendation V-3 

The institutions of higher education should be 
clear about the standards and competencies 
needed to succeed at the college level and 
should adjust their own admissions criteria 
accordingly. 

A. The public segments should insist that high school 
graduates who seek admission have the knowledge 
and skills necessary to succeed in college-level 
work, whether in academic or occupational 
programs. 



B. The faculties and governing boards in California 
should be leaders in reshaping higher education 
admissions policies to support standards and 
competency-based school reform. 60 

Recommendation V-4 

The K-12 sector should be accountable for 
equipping students with the knowledge and 
skills necessary to succeed in college-level 
vocational and academic programs. 

At least half of the costs incurred by public 
colleges and universities for providing 
remediation classes and activities for recent 
California high school graduates should be 
reimbursed from Proposition 98 revenues after 
the year 2003. Starting today, the K-12 sector and 
higher education segments should place special 
priority on informing each high school student 
about his or her progress toward achieving the 
knowledge and skills required to succeed in 
college without the need for remediation. 

CONCLUSION 

California has a good system of higher education- 
a system that deserves its ranking among the 
nation's best. Yet, without important changes in 
policy, the full potential of this system will not be 
realized, and California's dream of a first-rate 
college education for all who seek it may move 
beyond the reach of many citizens. 

The Commission believes that all Californians 
should have the opportunity and encouragement 
to attend an affordable institution of postsecondary 
education that will best meet their needs. 
California's colleges and universities should 
serve their students with the highest quality and 
efficiency, and they should regularly demonstrate 
their performance and results in clear and 
objective ways. 

California should also have the most prominent 
and productive research universities in the world. 
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as well as a wide range of other first-rate 
institutions which offer academic, vocational and 
continuing education programs to students of all 
ages. 

To ensure institutional quality and individual 
opportunity, student bodies throughout public 
higher education should reflect the racial/ethnic 
and socioeconomic diversity of California, the 
state's great strength. 



The Commission's Action Agenda — this blue- 
print for change — is aimed at making sure that the 
state's colleges and universities can achieve this 
vision and meet California's dream of higher 
education in the opening decades of the 21st 
century. 
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Notes 

1 Bridges, "Where Have All the Jobs Gone?" in Jobshift, pp. 4-28. 

2 California Education Roundtable, p. 8. 

3 "Postsecondary" education refers to all formal instruction beyond high school, including non-credit 
and short-term certificate courses. "Higher" education refers to programs or courses which lead to 
formal academic or vocational degrees. 

4 The Master Plan organized all public campuses into systems, or more accurately, into tiers or 
"segments," which are differentiated sets of campuses joined together by a common mission and 
governance structure. These are the University of California, the California State University and the 
California Community Colleges. Few states have so strongly a "segmented" approach to higher 
education as does California. 

5 From The Rise of American Research Universities, quoted in UC, Annual Financial Report, p. 7. 

6 The CSU is best described recently in Munitz, Compact II (1997); CSU, The Cornerstones Project (1997). 
7 CSU, Cornerstones, p. 4. 

8 Chancellor's Office, "Overview," p. 1 . 

9 AICCU, Uncertain Partnership, pp. 9-10. 

10 Stanford, Cal Tech, USC and the Claremont Graduate University. 

11 Buck, p. 77. 

12 McCarthy, p. 282. 

13 "Participation rate" generally refers to the number of higher education students enrolled in all 
colleges and universities as a percentage of total adult population or as a proportion of high school 
graduates. It is a measure of access, not completion. 

14 See Shires (1996); CPEC, Capacity (1995); Benjamin and Carroll (1997); CHEPC, Shared Responsibility 
(1996); CCCHE, Technical Paper on Cost Estimates (1998). 

^Appropriations include State general funds for the UC, CSU, and the CCC, property tax revenues for 
the CCC, and general funds for the California Student Aid Commission which provides grants to 
students in the private sector of higher education as well. 

16 UC, "Undergraduate Instruction" (1997), p. iii. 

17 UC, "Undergraduate Instruction" (1 995), p. ii. See also UC, "Program Impact of Budget Reductions" 
(1994). 

18 See Chancellor's Office, Access to the CCC (1997), pp. 9-10, 23. 

19 See CSU, "Chancellor's Budget Message" (1994), p. i. California Faculty Association, (1997), p. 4. 

20 Pickens, Financing the Plan (1995), pp. 17-21. 

21 Education Code Section 66150. 

22 Office of the Legislative Analyst, February 1998. 

23 Ibid., p. 1. 

24 The National Center for Education Statistics also predicts the number of high school dropouts will 
fall (1995). 

25 Brown and Duguid, "Fast Forward" (1996), p. 19. 

26 Joint Committee of the Legislature (1988), pp. 8-12. Commission for the Review of the Master Plan 
for Higher Education (1987), p. 4. 

27 See CCCHE, Technical Paper on Cost Estimates (1998). 

28 The Commission recommends that these changes in finance for the Community College should be 
contingent upon the governance and structure changes in Recommendation III-l . 

29 At the State's current marginal rate of $7,000 for UC, $5,760 for CSU, and $3,150 for the CCC, adjusted 
annually for inflation. 

30 The state government should provide a separate appropriation for all increases in CSU enrollments 
in schools of education to encourage expansion. A minimum of one-fourth of all funds received for 
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enrollment increases should be used only for the purpose of increasing the number of students in the 
CSU schools of education and improving the quality of teacher training activities until the state's need 
for new teachers, now an emergency, roughly equals supply. 

31 The Commission recommends that these changes in finance for the Community Colleges should be 
contingent upon the governance and structure changes in Recommendations III-l. 

32 See Recommendation II-2 for the method of determining these annual increases. 

33 Cooperative arrangements include courses offered on under-utilized campuses by any public 
institution, degree programs offered away from crowded campuses, instruction through high 
technology, and programs offered jointly by campuses in different segments. See the Commission's 
Recommendation III-2 (B). 

34 The Citizens Commission recommends more joint doctoral programs between the UC and the CSU, 
especially in applied professional fields such as Criminal Justice and Educational Leadership. 
Allocations from this fund should be reserved for those programs which encourage regional 
partnerships especially in geographic areas underserved for degrees in high demand. 

35 Promising alternatives include redirection of students to campuses with existing physical capacity, 
more extensive use of existing facilities (nights, weekends, summers) and electronic instruction. 

36 The new campus of the University of California in Merced falls within this category. After an 
extensive evaluation of the proposal and a visit to the Fresno/Merced region, the Commission 
concluded that this region is underserved by the University and deserves to have a branch of the 
University whose prime emphasis is undergraduate education. See the Commission's evaluation of 
the new campus in the Blueprint volume. Part Three, Additional Questions and Issues. 

37 The major exception to this generalization is the Community Colleges' inclusion with K-l 2 under the 
revenue guarantee provisions of Proposition 98. The actual split between K-l 2 and the Community 
Colleges, however, is not constitutionally determined and so has been subject to annual negotiation. 

38 See Recommendation 1-1 for the methodology which determines the total appropriation. Exceptions 
to the 4 percent level should be state funds for enrollment increases (see Recommendation 1-2) and 
funds for one-time investments such as equipment replacement and deferred maintenance. 

39 See Recommendation II-2 (4). 

40 Tidelands oil revenues and off-road vehicle license fees are examples. 

41 See Legislative Analyst, "Funding Shifts Increase the Role of Special Funds," pp. 75-77. 

42 Presently, all charges paid by resident California students are officially called "fees," a semantic 
idiosyncrasy confusing to the public and virtually unique to California. In most states, mandatory 
statewide charges to students are called "tuition" and other payments for specific services (student 
body membership, cultural events, computer services, health care, parking, etc.) are called "fees" and 
differ by campus. Under California's Master Plan, however, "tuition" (the cost of instruction) was not 
to be charged to California residents, lest changes in faculty salaries cause runaway fee increases. 
Today, student charges, especially in the public universities, represent a significant portion of total 
educational costs, due largely to their sharp increases when state appropriations were cut. Although 
the Plan's original purpose in such a symantic distinction has faded, the three public segments 
continue to refer to their resident student charges as "fees" and to their non-resident charges as 
"tuition." Regardless of what they are called, the main policy focus for statewide undergraduate 
student charges should be on how to make their adjustment gradual, moderate, predictable and 
equitable. 

43 This is the average annual change in California personal income between 1981 and 1996. 

44 Presently, the statutory guarantees are (1) that the number of new Cal grants shall be equal to one 
quarter of the students in California's high school graduating class and (2) that the maximum grant for 
students in the private sector shall equal the estimated state cost of educating a student at California's 
public universities. 

45 Policy Perspectives, p. 3. 
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46 Three by the county supervisor in whose district the campus is located, and three by the Assembly 
member and three by the State senator in whose district the campus is located. 

47 No one who is currently employed by a Community College should be eligible to serve as a member 
appointed by the locally elected officials or by the Board of Governors. By allowing college employees 
to serve on the governing boards of other districts, the current system allows groups internal to 
Community Colleges too much of a governance role in policy and fiscal determination and collective 
bargaining. 

48 Governance Council members should serve without monetary compensation. Several witnesses 
before the Commission and news articles complained of excessive compensation and expensive 
lifetime fringe benefits paid to trustees by some districts. The Governance Councils should follow the 
"volunteer" model of higher education trusteeship. 

49 McGuinness, p. 5. 

50 The State should provide core funding to these associations with the goal of encouraging greater 
cooperation among public institutions and those private colleges and universities which wish to join. 

51 Under the Master Plan, the University of California admits the top 12.5 percent of California high 
school graduates and the California State University the top 33.3 percent. How to define this pool is 
left to the segments themselves. 

52 Initial analysis of the impact of the Commission's recommendations by the University of California 
does not suggest a decline in the overall academic profile if eligibility were changed (UC, "Redefining 
UC's Eligibility Pool"). 

53 This is especially important when campuses have specialized facilities or equipment which is not 
available elsewhere. 

54 This principle is established in California law and in current accreditation practices (WASC, 
Handbook, p. 50). 

55 Or when they fulfill all the requirements of state supported, non-credit courses in the Community 
Colleges. Currently, enrollment funding is based solely on attendance during certain "census weeks" 
long before the end of the academic term. 

56 The Commission originally considered a recommendation that the CSU Trustees guarantee 
eligibility to 12 percent of the graduating seniors (roughly one-third of its current eligibility pool) from 
each high school. The CSU provided information that this level could have unintended and negative 
consequences on the demographic diversity of its entering freshmen. As a result, the Commission will 
not recommend the 12% level but does urge the system to evaluate thoroughly the consequences of a high 
school-specific approach at some percentage. Specifically, the CSU should evaluate whether the 
change would establish more direct accountability in college preparation for each high school and 
whether this would provide a special incentive to improve those schools which have low eligibility 
rates, where the curriculum is often designed around the expectation that few students will go on to 
any university. 

57 For instance, course completion rates in college, remedial courses taken, the number of degrees 
awarded and earned grade point averages both for students eligible through the high school specific 
guarantee and for those eligible through the statewide pool. The results should also be organized by 
racial and ethnic group and by gender. Publication of these results can provide measures of 
accountability for each high school and important information for parents and students. 

58 In such areas as mentoring new teachers, disseminating the results of educational research, 
providing continuing education for all teachers, and forging new links between school districts and 
academic departments throughout higher education. 

59 See Recommendation 1-2 (B). 

“Admission standards should extend beyond the mechanical combination of grades, course-taking 
and national standardized test scores to include some measurement of demonstrated competencies. 
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California Higher Education in the Twenty-First Centur; 



California's 1960 "Master Plan for Higher Education" sought 
to transform the dream of a college education into a reality 
available to every citizen. 




o A space in higher education for every Californian who could benefit; 
o A system of high quality, affordable colleges and universities; 

o An educational opportunity for citizens to improve their lives, participate 
effectively in government and build a strong economy. 




® No realistic plan to accommodate the 500,000 new students coming by 
2005; 

® Boom and bust” swings in financing that destroy long-term planning by 
colleges, students and their families; 

® Structural problems in governance and statewide coordination of higher 
education institutions that undermine their ability to serve students; 

o An increasingly divided society along racial, ethnic and socioeconomic lines; 
o Too many poorly prepared students arriving in college. 




To protect and expand its dream of higher education in the 21st Centu 
California must; 



® Require the state, its institutions of higher education and the students each to 
share the increased costs of growing demand for college education; 

° Smooth out erratic “boom and bust” financing patterns, stabilize long-term 
funding, index changes in student fees to affordability and guarantee 
financial aid for needy students; 

® Improve community college governance and strengthen statewide 
coordination of higher education; 

® Ensure that the very top students in each high school are university eligible; 

° Strengthen cooperation between higher education and K- 12, change college 
admission criteria to encourage competency-based school reform and 
improve teacher education. 
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Foreword 



The California Citizens Commission on Higher Education was organized to help 
preserve and extend California's goal of educational opportunity. The Commission is 
independent of both state government and California's institutions of higher education. 

From its beginning in 1996, the Commission was concerned that California lacked a 
long-term and realistic plan to enroll the surge of new students projected to seek 
admission in higher education. Our goal was to develop and seek consensus on specific 
policy recommendations which, if adopted, would continue the best traditions of 
California higher education in the face of new challenges and different times. 
Following publication of this document, the Commission will conduct a series of 
hearings, conferences and roundtable discussions on these ideas among a wide variety 
of Californians. Then, the Commission will issue a final report. 

Early on, the Commission adopted the following vision of what it hopes the future will 
hold for higher education: "All Californians should have the opportunity and 
encouragement to attend an affordable institution of postsecondary education which 
will best meet their needs. California's colleges and universities should possess the 
highest quality and efficiency in the nation, and they should regularly demonstrate 
their performance and results in clear and objective ways. California should have the 
most prominent and productive research universities in the world, as well as a wide 
range of other high quality institutions which offer academic, vocational and continuing 
education programs to students of all ages. Student bodies throughout public higher 
education should reflect the racial/ethnic and socioeconomic diversity of California." 

The Commission's work was possible only through the generosity of its sponsors, all of 
which have a consistent record for supporting reform efforts in education: The James 
Irvine Foundation, the Ralph M. Parsons Foundation, the Weingart Foundation and the 
Arco Foundation. The Commission is a project of the Center for Governmental Studies, 
a non-partisan, public policy research organization that seeks to improve the processes 
of democratic self-government. Commission members have generously donated their 
time, thought and energy without compensation. 

This volume is a companion to the Commission's report, A State of Learning: California 
Higher Education in the Twenty-First Century. This is designed as a fuller explanation 
with more details on implementation than was possible in the report. Both publications 
are available on the Commission's website, www.ccche.org, or by contacting the Center 
for Governmental Studies. 
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Executive Summary 



The Dream 

Forty years ago, Californians sought to transform the dream of a college education into 
a reality available to every citizen. Guided by the state's famous "Master Plan for 
Higher Education," Californians committed themselves to developing the most 
affordable, accessible, diverse and highly respected system of higher education in the 
United States. Today, the state's universities and colleges, both public and private, are 
one of California's greatest resources, essential to continued economic strength, social 
progress and individual opportunity. 



The Challenge 

This resource, though, is in peril. Despite recent increases in state funding and a robust 
economy, California's system of higher education stands on the verge of crisis. A "tidal 
wave" of new students; 500,000 more than are enrolled today; will seek admission to the 
state's colleges and universities over the next decade, and the state has no realistic plan 
to accommodate or pay for them. Without such a plan and an approach, which will 
work in good and bad financial times, California will not be able to preserve the promise 
of educational opportunity offered by its current system of higher education. At some 
point, the state will have to limit access to college, reduce the quality of institutions or 
raise student charges beyond the means of many Californians. 



The Commission's Recommendations 

The Citizens Commission was formed in 1996 out of concern that neither the state 
government nor the institutions seemed to be preparing seriously for these challenges, 
or they were relying on approaches destined to fail. After two years of intensive study, 
the Commission strongly and unanimously recommends that California make major 
changes to improve its policies for higher education and adopt a comprehensive plan to 
ensure enrollment for new students, while maintaining a quality education for all. The 
Commission also believes that California must commit itself to being a state of learning, 
where access, quality, affordability, diversity, innovation and cooperation will be the 
hallmarks of higher education. 
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An Action Agenda 



To establish a firm foundation for this state of learning, the Commission recommends 

these actions: 

° A commitment to adopt strategies to smooth out the wide swings of support for the 
University of California, the California State University and the California Community 
Colleges by conserving resources when they are most available and saving them for 
the time when they are needed most. Only in this way can the state's destructive 
"boom and bust" pattern of financing higher education, which hurts both the 
institutions and their students alike, be reduced. 

• A commitment by state government to stabilize long-term funding for the University of 
California and the California State University as a proportion of state appropriations 
and, above this level, to provide additional resources for new students through an 
approach which "shares responsibility" among the state government, the students 
and these public systems of higher education. 

® A commitment by state government to stabilize the proportion of funds appropriated to the 
Community Colleges within the provisions of Proposition 98 and, above this level, to 
provide additional resources for new students through an approach which "shares 
responsibility" among the state government, the students and the community 
colleges. 

• A commitment to annually adjust the amount paid by students in public institutions so that 
increases become gradual, moderate, predictable and equitable. This policy should replace 
the current pattern of reducing student charges in good years and then raising them 
drastically — by 40 percent or more — in bad years. 

• A commitment to provide students in need with adequate financial aid in both public and 
private institutions and to adjust this aid upward through appropriations whenever 
student charges in public institutions are increased. This policy should replace the 
practice of increasing charges collected from all students and then "recycling" a 
portion of them as aid for some. Student financial aid for tuition increases in public 
institutions should be a responsibility of state government. 

• A commitment by state government to use capacity within the independent institutions of 
higher education as a way of accommodating a portion of the increase in student 
demand and to consider the impact on private institutions of any change in policies 
for public colleges and universities. 

• A commitment by state government and the institutions of higher education, public and 
private, to make extraordinary efforts to use existing facilities more extensively through 



sharing and through extended hours. Institutions should be given strong incentives 
to fill campuses that have unused capacity and to deliver more education without 
increased cost. 

• A fundamental change in the structure and governance of the California Community 
Colleges to reduce the layers of decision making and state regulation, and to ensure 
they are governed as collegiate institutions. Entangled in various restrictions, 
structural inefficiencies and serious cross-purposes, these colleges — the largest and 
most accessible sector in California higher education — will not be able to respond 
effectively or efficiently to serve their share (estimated at 80 percent) of the 
enrollment growth. 

• A strengthened system of statewide coordination and regional cooperation among 
educational institutions to reduce barriers that lessen efficiency or impede student 
progress. Only through improvements in coordination can the broad public interest 
in higher education be given a more effective voice and the barriers to institutional 
cooperation be reduced. 

• A commitment to use new strategies for preserving educational opportunities and ensuring 
that student bodies reflect the diversity of California. California's public universities 
should change their freshman eligibility definitions to guarantee access to the very 
top students in each California high school. State government should increase 
funding for those programs with a demonstrated record of success in expanding 
educational access, encouraging successful transfer between institutions and 
improving graduation rates. 

• A substantial increase in the links between higher education and the K-12 schools to the 
mutual benefit of students in both sectors. These links should be a central priority 
for all educational institutions as they strive to increase the state's college-going and 
graduation rates. Rather than being left to individual initiative or happenstance, 
these links should become a permanent part of California's policy and fiscal 
environment. 



Toward a State of Learning: A Blueprint for change 

California has a good system of higher education, considered by many to be among the 
nation's best. Yet, without major changes in policy, financing and structure, its colleges 
and universities will not preserve the best traditions of access and quality, nor will the 
institutions reach their full potential in the 21st century. California's dream of 
opportunity in higher education will end for many citizens. The following pages describe 
these changes and provide a blueprint of how to implement them. 
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Part One 

A Vision for California Higher Education 



The Dream 



Forty years ago, Californians sought to transform the dream of a college education into a 
reality available to every citizen. California was the first state to promise, unambiguously 
in law, that a tuition-free "space" for every qualified individual would be available 
somewhere in the state's system of higher education. Enshrined in the state's now 
famous "Master Plan for Higher Education," the promise offered widespread and 
affordable access to high-quality colleges and universities and the opportunity to choose 
among them. Guided by this plan, Californians committed themselves to developing the 
most affordable, easily accessible, diverse and highly respected system of higher 
education in the nation. 



Besides offering opportunity to individual 
Californians, this system of higher 
education was meant to provide important 
social and economic benefits to the state. 

Higher education helps ensure an 
educated citizenry capable of exercising 
the public rights and responsibilities 
required by a democratic government. For 
the economy, higher education is 
increasingly central to California's 
competitive edge in worldwide markets. 

World-class research and advanced 
education prepares men and women to enter such rapidly growing fields as high 
technology industries, telecommunications, entertainment and international trade; the 
growth sectors of California in the 1990s. 

Higher education is also an essential bridge to the work environment of the future. The 
Commission agrees with popular author William Bridges who writes that the future 
holds a "workplace without jobs" where many employees will not fill some pre-designed 
slot with a specific set of duties performed repeatedly. 1 Many of today's students will 
have "jobs" which do not even exist now, and in organizations yet to be created. 

California leads the nation toward such a decentralized, rapidly changing workplace. 
The state's colleges and universities can help its citizens become more flexible, more 



"The State of California owes much of its 
economic competitiveness and social vitality 
to its long-standing commitment to higher 
education. In 1960, the state revolutionized 
its higher education services with the 
adoption of the Master Plan for Higher 
Education which has guided state policy ever 
since. The basic goal of the Master Plan is 
that all qualified students should have the 
opportunity to enroll in a high-quality, 
affordable, public higher education 
institution. " 

- Governor Pete Wilson, 1995 



1 Bridges, "Where Have All the Jobs Gone?" in JobShift, pp. 4-28. 
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technologically sophisticated and 
better prepared to solve the complex 
problems of this new world. 

Colleges and universities also play a 
vital role in fostering equal 
opportunity. An accessible system of 
higher education allows members of 
groups disadvantaged by poverty or 
discrimination to obtain the 
knowledge, skills and credentials that 
will enable them to compete 
economically and help them achieve 
personal fulfillment. This role is 
especially important as California 
becomes more racially, ethnically and 
socially diverse. 



The Reality 

Much of the dream has become a 
reality. For individuals seeking greater 
opportunity, California's 
postsecondary education provides a 
vast array of choices, ranging from 
English courses for recent immigrants 
to the most advanced medical education in the world; from cosmetology to comparative 
literature; from introductory general education to advanced graduate study in highly 
specialized scientific fields. A large portion of the state's universities, both public and 
private have nurtured successful enterprises (microelectronics and biotechnology firms 
are the best examples). California's economy is home to nearly half of the 100 fastest 
growing firms in the United States, a surge that cannot be sustained without skilled 
workers and high levels of educational opportunity for all. 3 

By the 1990s, the higher education enterprise has grown into a reality far larger and more 
diverse than anything envisioned in the original dream. One hundred and thirty-nine 
campuses of public higher education are now scattered throughout the state, with a 
combined credit enrollment of more than 1.6 million students. Private accredited 



As Educational Levels Increase So Do: 

...Public Social Effects 2 

• More social cohesion 

• More understanding and appreciation of 
diversity 

• Reduced crime rates 

• Increased giving to charity 

• Improved ability to use new technologies 

• More participation in voting & community 

service 

...and Private Economic Effects 

• Higher salary & more income 

• Improved working conditions 

• Increased social status and personal power 

• Greater personal and professional mobility 

...and Private Social Effects 

• Improved health and longer life expectancy 

• More tendencies to use preventive health 
measures 

• Offspring will have more education and higher 

income 

• Increased sophistication as a consumer 

...and Increased Tax Revenues 

• Higher levels of personal saving 

• Greater Productivity 

• Increased Flexibility in the Workforce 

• Lower welfare and Medicaid costs 



2 New Millennium Project; Brinkman & Leslie, pp. 3-18. 

3 California Education Roundtable, p. 8. 
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institutions enroll almost a quarter million more students, while "for-profit" schools enroll 
another 400,000 in vocational and academic programs. All together, these institutions 
spend around $25 billion each year on education, research, public service and other 
activities. Display One shows the size and extent of postsecondary education in 
California. 4 



DISPLAY ONE 


Higher Education Segment/Sector 


Campuses 


Credit 

Enrollment 


Annual State 
General 
Funds 

(Billions***) 


Total Annual 
Spending (Billions) 


California Community Colleges 


106 


1,200,000 


$3.2 


$3.6 


California State University 


22 


326,000 


$1.9 


$3.8 


University of California 


9 


163,700 


$2.3 


$11.1 


Independent Institutions* 


72* 


231,300 


$0.2 


$6.5 


TOTAL-ACCREDITED 
HIGHER EDUCATION 


209 


1,921,000 


$7.6 


$25.0 












Other Postsecondary 
Institutions** 


Locations 


Enrollment 


Annual State 
General 
Funds 

(Billions***) 


Annual Total 
Spending (Billions) 


State Approved Private & 
Vocational Schools 


2,100 sites 


412,400 


$0.01 


$ 1.3 


K-12 Adult Schools 


250 districts 


Est. 1,800,000 

duplicated enrollment 


$0.45 


$.48 


Regional Occupational Programs 


30 counties 


Est. 100,000 

Duplicated 

enrollment 


$0.27 


$0.29 


TOTAL 


NA 


NA 


$0.74 


$2.3 


* Members of the Association of Independent California Colleges and Universities only. 

** UC and CSU Extension enroll hundreds of thousands of students with no state funding 
*** Includes state-funded student financial aid provided through the Student Aid Commission. 
Sources: CPPVE, p. 18; Governor's Budget, 1998/99; AICCU, Uncertain Partnership, p.ll. 



4 "Postsecondary" education refers to all formal instruction beyond high school, including non-credit and 
short-term certificate courses. "Higher" education refers to programs or courses which lead to formal 
academic or vocational degrees. 
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This display also separates the institutions (or segments), 5 according to their definitions 
in California's Master Plan for Higher Education. Sharp distinctions between various 
types of institutions stem from the Master Plan which drew clear lines between research- 
oriented UC and the teaching-oriented CSU; between community colleges with open 
access and universities with restricted admission pools; between public institutions with 
line-item appropriations and the private sector where government support is available 
only through student financial aid; between higher education as "receiving" and K-12 as 
"sending" students. 



The University of California. In terms of prominence in research and graduate 
education, no state matches California. The state's public research university consists of 
eight general campuses and one health science campus, which together attract more than 
one tenth of all research funds awarded to universities throughout the United States: 
approximately $1.2 billion. "The University of California is the most successful research 
university system in the world," concluded a respected study from a Vanderbilt 
professor. "It has no competition." 6 

The California State University. This set of twenty-two campuses, the largest four-year 
system in the country, maintains an extensive presence throughout California. It places 
primary emphasis on undergraduate academic education and concentrates graduate- level 
work in selected professional fields such as business, social work, education, health 
sciences and engineering. The CSU is more accommodating of part-time students than is 
the University of California and enrolls far larger numbers of community college transfer 
students (almost 60 percent of CSU baccalaureate holders have credits from California's 
two-year colleges). 7 CSU describes itself as committed to innovative use of facilities, the 
development of flexible academic schedules, and an emphasis on "the ease with which 
students get services." 8 

The California Community Colleges. This public segment enrolls 1.4 million students in 
credit and non-credit classes, a figure that translates into ten percent of all college 
students in the United States and 27 percent of the nation's community college students. 
By law, the Community Colleges must admit any California resident over 18 years old 
who is capable of profiting from instruction. 9 The colleges offer instruction in three types 



5 The Master Plan organized all public campuses into systems, or more accurately, into tiers or 
"segments," which are differentiated sets of campuses joined together by a common mission and 
governance structure. These are the University of California, the California State University and the 
California Community Colleges. Few states have as strongly a "segmented" approach to higher education 
as does California. 

6 From The Rise of American Research Universities, quoted in UC, Annual Financial Report, p. 7. 

7 The CSU is best described recently in Munitz, Compact II (1997); CSU, The Cornerstones Project (1997). 

8 CSU, Cornerstones, p. 4. 

9 Chancellor's Office, "Overview," p. 1. 
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